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Today, the Heritage Foundation, 
one of the nation's bastions of con- 
servative thought, will release a 
budget proposal certain to capture 
the ear of every Republican in town 
and boost Heritage’s efforts to be- 
come the leading voice of the new 
Congress. 

The proposal would eliminate nine 
Cabinet departments, end most enti- 
tlements, provide lump sum pay- 
ments to states for 70 antipoverty 
programs and privatize every gov- 
ernment commercial activity from 
Amtrak to hydroelectric dams. 

Do all tiffs and more. Heritage 
says, and the country will have a bal- 
anced budget by 2000 without 
touching Social Security, and with 
$152 billion in tax relief, a $138 bil- 
lion increase in defense spending and 
a 50 percent cut in the capital gains 
tax. 

“We try to push the envelope 
while staying within the envelope,” 
said Stuart Butler, Heritage vice 
president and director of domestic 
and economic policy. “We are trying 
to plot a clear path to where we 
think things ought to go." 

Heritage’s envelope is the GOP 
Congress, where large numbers of 
eager newcomers are reaching out 
to conservative think tanks for ex- 
pertise in budget balancing, govern- 
ment shrinking, restructuring and 
streamlining. 

While Heritage pays homage to 
GOP policy favorites such as tax 
cuts, privatization and the lump sum 
payments to states called block 
grants, its plan also takes aim at 
GOP untouchables such as farm sub- 
sidies and the bipartisan addiction to 
pork-barrel spending. 

Heritage’s 260-page proposal, en- 
titled “Rolling Back Government: A 
Budget Plan to Rebuild America,” 
uses many tools and ideas developed 
by the foundation years ago but put 
into eclipse with the end of the Rea- 
gan Revolution. 

“Now, though, with the arrival of 
the Republican Congress, the mo- 


mentum’s come back to us,” Butler 
said. House Speaker Newt Gingrich’s 
(R-Ga.) “Contract With America” was 
“an important step,” he added, but 
“we see it as transitional.” 

Indeed, the changes contemplated 
by Heritage go far beyond anything 
yet suggested by either Vice Presi- 
dent Gore’s “Reinventing Govern- 
ment” or the GOP’s budget hawks. 

But while “we’re way out in front 
now,” Butler said, “a lot of the things 
we proposed six months or a year 
ago — like block-granting the welfare 
system — have already become part 
of the national debate.” 

‘Core National Interests* 

Butler said Heritage analysts ex- 
amined federal agencies by asking 
“what’s the purpose?” and “what 
does it take to pay for that?” Using 
this framework, the foundation de- 
cided nine of the 14 Cabinet depart- 
ments could disappear, leaving the 
five that support “core national in- 
terests”: Defense, Health and Hu- 
man Services, Justice, State and 
Treasury. 

Many current Cabinet functions 
would be swallowed by the big five, 
the report said. The entire Depart- 
ment of Veterans Affairs would fit 
comfortably in Defense, it suggest- 
ed, while the Commerce Depart- 
ment’s U.S. Patent and Trademark 
Office could be absorbed by Trea- 
sury. 

But for most of the condemned 
departments. Heritage advocates a 
mix of strategies. In the Agriculture 
Department, the report said, crop 
subsidies and price supports would 
be eliminated as “corporate welfare”; 
the Farmers Home Administration 
and Food Stamps would merge with 
anti-poverty programs from other 
agencies and be block-granted to 
states. 

In the Department of Housing and 
Urban Development, housing pro- 
grams would be rolled into block 
grants, while the Federal Housing 
Administration would eventually be 
sold as a private insurance company. 




The office of Fair Housing would be 
absorbed by the Justice Department. 

Whole agencies would simply dis- 
appear. The Small Business Admin- 
istration “has little to show for its ef- 
forts,” Heritage said. The Interstate 
Commerce Commission is “obsolete 
. . . redundant and a waste of tax- 
payer dollars ” The Federal Commu- 
nications Commission has produced 
“numerous industry headaches, little 
competition and few substantial 
gains for consumers.” 

At least 19 separate federal data 
collection centers, among them the 
Census Bureau (Commerce), the Bu- 
reau of Labor Statistics and the Bu- 
reau of Economic Research (Com- 
merce), would be grouped in a new, 
independent Bureau of National Sta- 
tistics. 

Dozens of government-run com- 
mercial ventures would be priva- 
tized, among them Amtrak, hydro- 
electric dams, the Postal Service, 
the Tennessee Valley Authority, the 
National Weather Service and map- 


ping activities of the U.S. Geological 
Survey. 

And billions of dollars in assets 
would be sold: naval petroleum re- 
serves, the federal helium reserves, 
the defense stockpile, Postal Service 
real estate and nearly 1,200 govern- 
ment-owned non-defense aircraft. 

Utilizing Block Grants 

Many of Heritage’s reforms cen- 
ter on block grants to states (most of 
the Education Department disap- 
pears into these), effectively capping 
the growth of many entitlement pro- 
grams. This applies to almost all 
welfare activities, which are capped 
at 3 percent growth per year. 

“We’re moving away from an enti- 
tlement structure,” Butler said. “A 
cap to the state forces priority-set- 
ting and innovation by the states.” 

Butler said a similar desire moti- 
vated Heritage’s proposal to “vouch- 
erize” the Medicare system by giv- 
ing the elderly a portable subsidy, or 
voucher, for premiums in the private 


insurance market. “This would lead 
to huge savings over the long term 
without ‘cuts,’ ” Butler said. “You’re 
simply running on a completely dif- 
ferent set of principles.” 

Butler said Heritage originally set 
out to balance the budget by 2002, 
but “we were going to fall well with- 
in that,” so they moved the date up 
to 2000. 

This, despite a series of “growth 
incentives” designed to save working 
families, businesses and the elderly 
$152 million in taxes over five years. 
The plan would cap the capital gains 
lax at 15 percent and index the orig- 
inal cost of the investment to the 
rate of inflation. 

Such a strategy will “reward new 
investment and risk-taking ,” the plan 
said, unleash “billions of dollars of 
new capital into the market,” allow 
the purchase of better tools and 
equipment and “lead to greater real 
wage gains and increased standards 
of living for American families.” 

Only the Defense Department es- 
capes the budget ax. In order to 

maintain force levels “large giwwgh 
to win one major regional mnffirt, ” 
such as the Persian Gulf War, and “a 
minor regional conflict,” such as the 
skirmish in Panama, simultaneously. 
Heritage said defense spending 
would have to stay at today’s level in 
real terms: $138 billion more in 
budget outlays over the next five 
years. 

“I think we would argue that na- 
tional defense is perhaps the princi- 
pal ‘core function’ of the federal gov- 
ernment,” Butler said. “The 
purposes are first, the security of 
the United States, and second, up- 
holding U.S. interests. How much 
does that cost?” 

A larger budget, however, appar- 
ently does not mean the usual pork- 
heavy defense appropriations. By 
“removing funding for non-defense 
activities,” the plan said, the govern- 
ment could have saved $5.8 billion in 
fiscal 1995 in “pork-barrel projects 
without any military significance.” 



